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ABSTRACT

Thisstudyaimstoexamineandfindbarrierstotherefinementofinvestmentlawdevelopmentas
an effort to implement strategies to increase investment in Indonesia. This article is qualitative
research.Examineandfindbarrierstotherefinementofinvestmentlawdevelopmentasaneffortto
implementstrategiestoincreaseinvestmentinIndonesia.Thereconstructionofthecapitalinvestment
lawisconductedbytheissuanceofLawNumber25Year2007regardinginvestmentswhichregulate
domesticinvestmentandforeigninvestment.TheconsiderationoftheappointmentofBKPMasthe
onlygovernmentagencythathandlesinvestmentactivitiesintheframeworkofPMAandPMDNis
inordertoincreasetheeffectivenessinattractinginvestorstoinvestinIndonesia.Previousresearches
havenotdiscussedthestrategyofincreasingcapitalinvestmentsothatitbecomesthedifference
betweenthisresearchandpreviousresearch(originality).
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1. INTROdUCTION

Thedevelopmentofinvestmentformicro,small,mediumandcooperativeenterprisesispartofthe
basicinvestmentpolicy.Thepurposeoftheinvestmentcanonlybeachievediftheobstaclesofthe
investmentcanbeovercome,amongothersthroughimprovementofcoordinationbetweencentral
andregionalgovernmentagencies,efficientbureaucracy,legalcertaintyinthefieldofinvestment,
competitiveeconomiccost, anda securebusiness climateof employment andbusiness security.
Therearemanyproblemsinthebusinessworldconcerningtheregulationbothcentralandregional
regulations.Thegovernmentneedstofollowuptheimprovementoftransparencyinthelegalprovisions
of investment in Indonesia.The implementationof regulatory transparencyaims to improve the
substanceoflaw,publicpolicyandinvestmentpolicyinIndonesia.

IfthegovernmentwantstoattractmoreforeigninvestorstoinvestinIndonesia,thebureaucratic
linkshouldbeshortened.Ineffectivebureaucracywillbeexpensiveaswellastimeconsuming,which
willultimatelyweakenthecompetitivenessofIndonesiaintheglobalmarket.

Obstaclesarisenotonlyfromtheavailabilityandqualityofinfrastructure.Theinfrastructure
problemsincludethereadinessoffacilitiesandinfrastructureoftransportation,telecommunications,
electricity,andcleanwater.Inadequateinfrastructureconditionisnotsupportivebusinessactivities.
Instead,itcreateshigh-costeconomybecauseentrepreneursareforcedtoprovidegreatersacrifices
andtimecoststhatresultinthedeclineinproductcompetitiveness.
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Yang(2004)becamethelatestreferenceforthisresearchinunderpinningresearchonSME’s.
WhotriedtoexaminethesustainabilityofSME’slawdevelopmentbytakingintoaccountseveral
factors that influence.Yang’s researchalsoshows theeffectof investmentonsustainability.The
provisionandmanagementofinfrastructurewhichisgenerallyclassifiedaspublicgoodsaremostly
heldbythecentral,regency,provincial,andstate-ownedenterprises.Ingeneral, theconditionof
government-runfacilitiesandinfrastructurefromthecentraltotheregionallevelsreflectsthelackof
professionalmanagementofinfrastructure.Thisconditionisexacerbatedbythedivisionofauthority
ineachlevelofgovernmentintheprovisionandmanagementofcertaintypesofinfrastructure,thus
limitingthespaceoftheagencies/institutions.Infact,manycasesshowthatthebadcoordination
systembetweenagencies/institutionsinIndonesiaactuallyworsentheconditionofexistingfacilities
andinfrastructure.Anotherobstacleistheexistenceofvariouskindsofcharges.Thosecharges,which
haveburdenedtheentrepreneur’stradingactivities,aredifferentiatedbythelegalaspectsunderlying
theirexistence.

Effortstoimprovethedevelopmentoflawinthefieldofinvestmentisanationallawprogram,
sinceitinvolvesthewholegovernmentbothcentralandregionalauthoritieswhichhaveresponsibility
tojointlycreateacultureoflawandgoodeconomicculture.Theinvestmentclimatenotonlyguarantees
thebenefitstotheentrepreneursaswellasthesustainabilityofthecountry’sdevelopmentbutalso
animpactonthecommunity,bothoneconomic,socialandculturalquality.Thecollapseofpolitical
parties, lawenforcementofficers,stateinstitutionsandstatecommissionsinIndonesiaaffect the
worldoflawincludingthelawinthefieldofinvestment.

Basedon thedescription, this studyaims toexamineand findbarriers to the refinementof
investmentlawdevelopmentasanefforttoimplementstrategiestoincreaseinvestmentinIndonesia.
Previousresearcheshavenotdiscussedthestrategyofincreasingcapitalinvestmentsothatitbecomes
thedifferencebetweenthisresearchandpreviousresearch(originality).

2. LITeRATURe ReVIew

Sincethe1990s,foreigninvestmenthasbeenpresentedasastrongmeansfordevelopment.Foreign
investment serves to climb the value ladder, bridge the investment gap, and maintain a ‘maxim
effectiveutilizationofeconomicresources.’[i]Yet,attractingandenablingforeigninvestmentis
notaneasy task forgovernments. Inacontextof fiercecompetition forcapital, this requiresan
activestatepromotingpoliciesthatmatchtheneedsofforeigninvestors.Asaresult,thecontroland
steeringofforeigninvestmentofthe1960sand1970swasquicklyreplacedwithamodelinwhich
governmentsmustfacilitateforeigninvestorinitiativesandreapthebenefitsofmultinationalcorporate
activity.Thebasisofthisdevelopmentmodelistoorganiselocalresourcesaroundtheexpectations
offoreigninvestors,andrelyonsovereignpowersasameanstoreachthisobjective:e.g.asameans
toimplementextractivismandmaquilas.

Theinternationalinvestmentregime,whichconsistsofmorethan3,000treatiesfortheprotection
offoreigninvestment,hasbeenfundamentalinpromotingthisdevelopmentmodelandinsupervising
statesthattriedtodefyitsorthodoxy.LikeUNCTADexplainedintheearlyWorldInvestmentReports,
aninitialpurposeofinvestmentarbitrationwastolock-inaforeigninvestment-leddevelopmentproject.
Internationalarbitratorswereinchargeofpreventinggovernmentsfromchangingtheirminds,and
disappointingforeigninvestorexpectations.Mostofthecriticismsagainsttheinternationalinvestment
regime,however,arenotbasedonthesegrounds.Themainargumentsustainsthatsomeinvestment
arbitratorshavegonetoofar,limitingregulationtocurbnegativeexternalitiesandmarketabuses—
involving,forinstance,plain-tobaccopackaging.Theincreasingdiscussionabouttherighttoregulate,
inthisway,haseclipsedamoreprofounddebateabouttheroleoftheinternationalinvestmentregime
inlimitingalternativeformsofdevelopmentandpolicyexperimentation.Thebarriersofinvestment
lawdevelopmentalsocanmakestrongerregulation.Onlyonebarrierisenoughformakethatchange.
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